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1 1116  43 rUDLlu  vVlLiAKL  17743  Limitations  governing  maximum  ^  an  institution  whose  credits  are  ac- 


amount  of  federally  Insured  loans. 
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partment  of  Health,  Education,  and  177.46  Disbursement  and  repayment  of  < 
Welfare  loans.  ' 

177.47  Loan  cancellation;  death  or  dis- 
PART  177— FEDERAL,  STATE,  AND  ability. 

PRIVATE  PROGRAMS  OF  LOW-  Procedures  for  filing  claims. 

_ _  1)A,,T1A.llt  177.49  Transfer  of  Insured  loan. 

INTEREST  LOANS  TO  VOCAilONAL  177.50  Termination  of  insurance. 

STUDENTS  AND  STUDENTS  IN  INST!-  177.51  Forbearance. 

TUTIONS  OF  HIGHER  EDUCATION  Authority:  The  provisions  of  this  Part  177 
Part  177  of  Chapter  I  of  Title  45  of  issued  under  20  U.S.C.  1071-1087. 
the  Code  of  Federal  Regulations  is  here-  Subpart  A — General  Provisions 
by  amended  to  read  as  set  forth  below. 

As  .so  amended  this  part  covers  loans  s  17<.1  Definitions, 
made  to  students  in  institutions  of  As  used  in  this  part; 

higher  education  under  the  provisions  of  (a)  “Act”  means  title  IV,  part  B  of  the 

Title  IV  Part  B  of  the  Higher  Education  Higher  Education  Act  of  1965  (Public 
Act  of  1965  and  loans  made  on  or  after  Law  89-329)  as  amended. 

December  15,  1968,  to  vocational  stu-  (b)  “Internal  Revenue  Code”  means 
dents  under  the  provisions  of  said  Act.  the  Internal  Revenue  Code  of  1954  as 
Part  178  of  this  chapter  covers  loans  amended  (title  26,  United  States  Code), 
made  to  vocational  students  made  prior  (c)  The  term  “academic  year”  means 
to  December  15,  1968,  under  the  provi-  a  period  of  time,  typically  8  or  9  months 
sions  of  the  subsequently  repealed  Na-  in  which  a  full-time  student  would  nor- 
tional  Vocational  Student  Loan  In-  mally  be  expected  to  complete  two  semes- 
surance  Act  of  1965.  ters,  two  trimesters,  three  quarters,  28 

Federal  financial  assistance  made  semester  hours,  42  quarter  hours  or  900 
available  pursuant  to  the  regulations  set  clock  hours  of  instruction,  or  its  equiva- 
forth  below  is  subject  to  the  regula-  lent.  For  purposes  of  this  part,  18  months 
tions  in  45  CFR  Part  80,  issued  by  the  is  considered  the  equivalent  of  an  aca- 
Secretary  of  Health,  Education,  and  demic  year  when  applied  to  a  program 
Welfare  and  approved  by  the  President  offered  by  correspondence, 
to  effectuate  the  provisions  of  section  601  (d)  “Commissioner”  means  the  U.S. 

of  the  Civil  Rights  Act  of  1964  (Public  Commissioner  of  Education  or  his 
Law  88-352).  designee. 

Subpart  A — General  Provisions  (e)  The  term  “eligible  institution”  or 

Sec.  “institution”  means  (1)  an  institution  of 

177.1  Definitions. .  higher  education,  (2)  a  vocational  school, 

177.2  Student  eligibility  for  interest  bene-  or  with  respect  to  students  who  are 

177.3  Adjusted  family  income.  nationals  of  the  United  States  an  insti- 

177  4  Pavment.  of  interest,  benefits  admin-  tUtlOn  OUtSlde  the  United  States  Which 


December  15,  1968,  to  vocational  stu¬ 
dents  under  the  provisions  of  said  Act. 
Part  178  of  this  chapter  covers  loans 
made  to  vocational  students  made  prior 
to  December  15,  1968,  under  the  provi¬ 
sions  of  the  subsequently  repealed  Na¬ 
tional  Vocational  Student  Loan  In¬ 
surance  Act  of  1965. 

Federal  financial  assistance  made 
available  pursuant  to  the  regulations  set 
forth  below  is  subject  to  the  regula¬ 
tions  in  45  CFR  Part  80,  issued  by  the 
Secretary  of  Health,  Education,  and 
Welfare  and  approved  by  the  President 
to  effectuate  the  provisions  of  section  601 
of  the  Civil  Rights  Act  of  1964  (Public 
Law  88-352). 

Subpart  A — General  Provisions 

Sec. 

177.1  Definitions. 

177.2  Student  eligibility  for  interest  bene¬ 

fits. 

177.3  Adjusted  family  income. 

177.4  Payment  of  interest  benefits,  admin¬ 


istrative  cost  allowances  and  is  comparable  to  an  institution  of  higher 


special  allowance. 

177.5  Death  and  disability  payments. 

177.6  Permissible  charges. 

177.7  Civil  rights. 

177.8  Records,  reports  and  inspections. 

177.9  Scope  of  part. 

Subpart  B — Interest  Benefits — State  and  Private 
Nonprofit  Student  Loan  Insurance  Programs  and 
Direct  State  Loan  Programs 

177.11  In  general. 

177.12  Agreements  for  Federal  payments  to 

reduce  student  interest  costs  for 
insured  loans. 

177.13  Interim  coverage  for  insured  loan 

programs  approved  prior  to 
June  30, 1967. 

177.14  Federal  payments  to  reduce  student 

interest  costs  on  direct  State  loans. 

Subpart  C — Advances  for  Reserve  Funds  of  State 
and  Private  Nonprofit  Loan  Insurance  Programs 

177.21  In  general. 

177.22  Applications. 

177.23  Allocation  and  payment  of  State’s 

allotment. 

177.24  Terms  and  conditions  of  advance. 

Subpart  D — Federal  Reinsurance  of  Student  Loans 
Insured  by  Guarantee  Agencies 

177.31  Agreements  for  reinsurance. 

Subpart  E — Federal  Loan  Insurance 

177.41  Scope. 

177.42  Issuance  of  Federal  loan  Insurance. 


education  or  to  a  vocational  school  and 
which  has  been  approved  by  the  Com¬ 
missioner  for  purposes  of  this  part. 

(f)  The  term  “institution  of  higher 
education”  means  an  educational  institu¬ 
tion  in  any  State  which  (1)  admits  as 
regular  students  only  persons  having  a 
certificate  of  graduation  from  a  school 
providing  secondary  education  or  the 
recognized  equivalent  of  such  certificate, 
(2)  is  legally  authorized  within  such 
State  to  provide  a  program  of  educatipn 
beyond  secondary  education,  (3)  provides 
an  educational  program  for  which  it 
awards  a  bachelor’s  degree  or  provides 
not  less  than  a  2 -year  program  which  is 
acceptable  for  full  credit  toward  such  a 
degree,  (4)  is  a  public  or  other  nonprofit 
institution,  and  (5)  is  accredited  by  a 
nationally  recognized  accrediting  agency 
or  association  approved  by  the  Commis¬ 
sioner  for  this  purpose  or,  if  not  so  ac¬ 
credited,  (i)  is  an  institution  with  respect 
to  which  the  Commissioner  has  deter¬ 
mined  that  there  is  satisfactory  assur¬ 
ance,  considering  the  resources  available 
to  the  institution,  the  period  of  time,  if 
any,  during  which  it  has  operated,  the 
effort  it  is  making  to  meet  accreditation 
standards,  and  the  purpose  for  which 
this  determination  is  being  made,  that 
the  institution  will  meet  the  accredita¬ 
tion  standards  of  such  an  agency  or  asso- 


cepted  on  transfer  by  not  less  than  three 
institutions  which  are  so  accredited,  for 
credit  on  the  same  basis  as  if  transferred 
from  an  institution  so  accredited.  Such 
term  includes  any  school  which  provides 
not  less  than  a  1  year  program  of  train¬ 
ing  to  prepare  students  for  gainful  em¬ 
ployment  in  a  recognized  occupation  and 
which  meets  the  provisions  of  subpara¬ 
graphs  (1),  (2),  (4),  and  (5)  of  this  para¬ 
graph.  If  the  Commissioner  determines 
that  a  particular  category  of  such  schools 
does  not  meet  the  requirements  of  sub- 
paragraph  (5)  cf  this  paragraph  because 
there  is  no  nationally  recognized  ac¬ 
crediting  agency  or  association  qualified 
to  accredit  schools  in  such  category,  he 
shall,  pending  the  establishment  of  such 
an  accrediting  agency  or  association,  ap¬ 
point  an  advisory  committee,  composed 
of  persons  specially  qualified  to  evaluate 
training  provided  by  schools  in  such 
category,  which  shall  (a)  prescribe  the 
standards  of  content,  scope,  and  quality 
which  must  be  met  in  order  to  qualify 
schools  in  such  category  to  participate 
in  the  program  pursuant  to  this  part,  and 
(b)  determine  whether  particular  schools 
not  meeting  the  requirements  of  sub- 
paragraph  (5)  of  this  paragraph  meet 
those  standards.  For  purposes  of  this 
paragraph,  the  Commissioner  shall  pub¬ 
lish  a  list  of  nationally  recognized  ac¬ 
crediting  agencies  or  associations  which 
he  determines  to  be  reliable  authority  as 
to  the  quality  of  training  offered. 

(g)  The  term  “vocational  school” 
means  a  business  or  trade  school,  or 
technical  institution  or  other  technical 
1  or  vocational  school  in  any  State  which 
(1)  admits  as  regular  students  only  per- 
l  sons  who  have  completed  or  left  elemen- 
.  tary  or  secondary  school  and  who  have 
l  the  ability  to  benefit  from  the  training 
.  offered  by  such  institution;  (2)  is  legally 
authorized  to  provide,  and  provides 
within  that  State,  a  program  of  post¬ 
secondary  vocational  or  technical  educa- 
‘  tion  designed  to  provide  occupational 
^  skills  more  advanced  than  those  generally 
1  provided  at  the  high  school  level  and 
p  which  provides  not  less  than  300  clock 
;  hours  of  classroom  instruction  or  its 
”  eqiiivalent,  or  in  the  case  of  a  program 
1  offered  by  correspondence,  requiring 
n  completion  in  not  less  than  6  months  and 
designed  to  fit  individuals  for  useful  em- 

I  ployment  in  recognized  occupations; 

®  (3)  has  been  in  existence  for  2  years  or 

ls  has  been  specially  accredited  by  the 
*  Commissioner  as  an  institution  meeting 

II  the  other  requirements  of  this  para- 
a  graph;  and  (4)  is  accredited  (i)  by  a  na- 
'y  tionally  recognized  accrediting  agency  or 

association  listed  by  the  Commissioner 
pursuant  to  this  paragraph,  (ii)  if  the 
ct  Commissioner  determines  there  is  no  na- 
r“  tionally  recognized  accrediting  agency  or 
r~  association  qualified  to  accredit  schools 
of  a  particular  category,  by  a  State 
11  agency  listed  by  the  Commissioner  pur- 
ie  suant  to  this  paragraph,  and  (iii)  if  the 
®  Commissioner  determines  there  is  no  na- 
at  tionally  recognized  or  State  agency  or 
a-  association  qualified  to  accredit  schools 
o-  of  a  particular  category,  by  an  advisory. 
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committee  appointed  by  him  and  com¬ 
posed  of  persons  specially  qualified  to 
evaluate  training  provided  by  schools  of 
that  category  which  committee  shall  pre¬ 
scribe  standards  of  content,  scope,  and 
quality  which  must  be  met  by  those 
schools  in  order  for  loans  to  students 
attending  them  to  be  insurable  under  the 
Act,  and  shall  also  determine  whether 
particular  schools  meet  those  standards. 
For  the  purpose  of  this  paragraph,  the 
Commissioner  shall  publish  a  list  of  na¬ 
tionally  recognized  accrediting  agencies 
or  associations  and  State  agencies  which 
he  determines  to  be  reliable  authority  as 
to  the  quality  of  education  or  training 
afforded. 

(h)  “Eligible  lender”  means  an  insti¬ 
tution  of  higher  education  or  vocational 
school,  an  agency  or  instrumentality  of 
a  State,  a  financial  or  credit  institution 
(including  banks,  savings  and  loan  as¬ 
sociations,  credit  unions  and  insurance 
companies)  which  is  subject  to  examina¬ 
tion  and  supervision  by  an  agency  of 
the  United  States  or  any  State,  or  a  pen¬ 
sion  fund  approved  by  the  Commissioner 
for  this  purpose.  A  pension  fund,  insti¬ 
tution  of  higher  education  or  vocational 
school  will  not  be  approved  by  the  Com¬ 
missioner  unless  it  can  satisfactorily 
demonstrate  that  the  procedures  it  has 
established  for  making  or  purchasing 
loans  covered  by  this  part  are  in  accord¬ 
ance  with  generally  accepted  commercial 
lending  practices  and  that  it  is  able  to 
carry  out  the  duties  and  responsibilities 
required  of  it  under  this  part. 

(i)  “Nonprofit”  as  applied  to  an 
agency,  organization,  or  institution 
means  an  agency,  organization,  or  insti¬ 
tution  owned  and  operated  by  one  or 
more  nonprofit  corporations  or  associa¬ 
tions,  no  part  of  the  net  earnings  of 
which  inures  or  may  lawfully  inure,  to 
the  benefit  of  any  private  shareholder 
or  individual. 

(j)  “Full-time  student”  means  a  stu¬ 
dent  who  is  carrying  a  sufficient  number 
of  credit  hours,  clock  hours  or  their 
equivalent  to  secure  the  degree  or  cer¬ 
tificate  toward  which  he  is  working  in 
no  more  than  the  number  of  semesters, 
terms,  or  clock  hours  normally  taken 
therefor  at  the  institution  in  which  he 
is  enrolled.  The  term  includes  any  stu¬ 
dent  who  is  pursuing  any  combination 
of  courses,  work  experience,  research,  or 
special  studies  (whether  or  not  for  credit 
but  not  including  study  by  correspond¬ 
ence)  which  the  institution  considers 
full-time  study,  but  in  the  case  of  stu¬ 
dents  in  vocational  schools,  no  less  than 
25  clock  hours  per  week  or  14  semester 
or  quarter  hours  of  instruction,  or  its 
equivalent. 

(k)  “Half-time  student”  means  a  stu¬ 
dent  who  is  carrying  at  least  one-half  the 
normal  full-time  academic  workload  as 
determined  by  the  instruction  in  which 
he  is  enrolled.  All  students  engaged  in 
a  program  of  study  by  correspondence 
which  is  offered  as  requiring  at  least  12 
hours  preparation  per  week  shall  be  con¬ 
sidered  half-time  students  for  the  pur¬ 
pose  of  this  part. 

(l)  “Guarantee  agency”  means  the 
State  agency  or  private  nonprofit  in¬ 


stitution  or  organization  administering 
a  student  loan  insurance  program. 

(m)  “Holder”  means  only  an  eligible 
lender  or  an  assignee  who  meets  the 
qualifications  of  an  eligible  lender  but  in 
no  event  includes  the  guarantee  agency 
in  its  capacity  as  insurer  with  respect  to 
loans  insured  by  it. 

(n)  “Default”  means  the  failure  to 
make  an  installment  payment  when  due, 
or  to  comply  with  such  other  terms  of  the 
note  or  other  written  evidence  of  agree¬ 
ment  under  circumstances  where  the 
Commissioner  finds  it  reasonable  to  con¬ 
clude  that  the  borrower  no  longer  in¬ 
tends  to  honor  his  obligation  to  repay, 
which  persits  (e.g.,  is  not  cured  either  by 
payment  or  other  appropriate  arrange¬ 
ments)  in  the  case  of  a  loan  repayable 
in  monthly  installments  for  120  days,  or 
in  the  case  of  a  loan  repayable  in  less 
frequent  installments  for  180  days. 

(o)  “State  student  loan  insurance  pro¬ 
gram”  means  a  program  under  which  a 
State  agency  or  instrumentality  is  au¬ 
thorized  to  insure  loans,  and  to  enter 
into  agreements  with  the  Commissioner, 
and  which  extends  to  one  or  more  cate¬ 
gories  of  students  who  are  residents  of 
the  State. 

(p)  “Totally  and  permanently  dis¬ 
abled”  means  the  inability  to  engage  in 
any  substantial  gainful  activity  because 
of  a  medically  determinable  impairment, 
which  impairment  is  expected  to  con¬ 
tinue  for  a  long  and  indefinite  period  of 
time,  or  to  result  in  death. 

(q)  The  term  “State”  includes,  in  ad¬ 
dition  to  the  several  States  of  the  Union, 
the  Commonwealth  of  Puerto  Rico,  the 
District  of  Columbia,  Guam,  American 
Samoa,  the  Virgin  Islands,  and  the  Trust 
Territory  of  the  Pacific  Islands. 

§  177.2  Student  eligibility  for  interest 
benefits. 

(a)  A  student  (1)  who  has  received  a 
loan  from  an  eligible  lender  under  (i)  a 
student  loan  insurance  program  meeting 
the  requirements  of  §  177.12  or  §  177.13, 

(ii)  a  direct  State  student  loan  program 
meeting  the  requirements  of  §  177.14,  or 

(iii)  the  program  of  Federal  loan  insur¬ 
ance  provided  for  in  Subpart  E  of  this 
part,  (2)  who  is  enrolled  or  has  been 
accepted  for  enrollment  as  at  least  a 
half-time  student  in  an  eligible  institu¬ 
tion,  (3)  whose  adjusted  family  income  is 
less  than  $15,000  and  (4)  who  is  a  na¬ 
tional  of  the  United  States  or  is  in  the 
United  States  for  other  than  a  temporary 
purpose  and  intends  to  become  a  per¬ 
manent  resident  thereof,  or  is  a  perma¬ 
nent  resident  of  the  Trust  Territory  of 
the  Pacific  Islands  is  eligible  for  pay¬ 
ment  on  his  behalf  of  a  portion  of  the  in¬ 
terest  as  determined  under  §  177.4. 

(b)  To  have  interest  payments  made 
on  his  behalf,  a  student  shall  submit  to 
the  lender  a  statement  in  such  form  as 
the  Commissioner  may  prescribe,  which 
shall  include: 

(1)  A  certification  by  an  eligible  in¬ 
stitution  that  he  is  enrolled  at  the  in¬ 
stitution  or  has  been  accepted  for 
enrollment: 

(2)  An  assurance  by  the  student  that 
the  loan  on  which  interest  payments  are 


to  be  made  has  not  been  and  will  not  be 
used  for  any  purpose  other  than  for  the 
costs  of  education  for  the  academic  year 
covered  by  the  application; 

(3)  Information  necessary  to  deter¬ 
mine,  pursuant  to  §  177.3,  whether  his 
adjusted  family  income  is  less  than 
$15,000;  and 

(4)  Infbrmation  concerning  other 
loans  to  him  which  have  been  made 
under  programs  covered  by  this  part  or 
part  178. 

(c)  The  lender,  acting  in  good  faith, 
may  in  the  absence  of  information  to  the 
contrary  rely  upon  statements  submitted 
by  the  borrower  and  his  family  pursuant 
to  paragraph  (b)  of  this  section. 

§  177.3  Adjusted  family  income. 

(a)  Computation.  In  general,  adjusted 
family  income  will  be  computed  by  add¬ 
ing  90  percent  of  the  adjusted  gross  in¬ 
comes  (as  defined  in  sec.  62  of  the 
Internal  Revenue  Code,  or  in  the  case  of 
residents  of  Puerto  Rico,  as  defined  in 
sec.  22 (n)  of  the  Commonwealth  Tax 
Act  of  1954)  of  the  student  borrower, 
his  spouse,  and  his  parents  for  the  tax 
year  immediately  preceding  the  execu¬ 
tion  of  the  note  or  written  agreement 
evidencing  the  loan,  and  deducting  from 
such  sum,  (1)  an  amount  equal  to  the 
amount  allowable  on  account  of  exemp¬ 
tions  for  such  individuals  for  such  year 
(pursuant  to  sec.  151  of  the  Internal 
Revenue  Code  or,  in  the  case  of  resi¬ 
dents  of  Puerto  Rico,  pursuant  to  sec.  25 
of  the  Commonwealth  Tax  Act  of  1954) 
plus,  (2)  with  respect  to  loans  made  prior 
to  July  1,  1970,  an  amount  equal  to  the 
loss  incurred  by  such  individuals  on  ac¬ 
count  of  a  disaster  occurring  after 
July  1,  1969,  in  an  area  which  has  been 
declared  to  have  suffered  a  “major  dis¬ 
aster”  as  defined  in  section  2(a)  of  the 
Act  of  September  3,  1950  (42  U.S.C. 
1855a(a)).  The  amount  of  such  loss 
shall  be  determined  in  accordance  with 
such  instructions  as  the  Commissioner 
may  issue. 

(b)  Computation  of  income  from  for¬ 
eign  sources.  In  cases  where  any  of  the 
income  of  the  borrower,  his  spouse  or  his 
parents  is  not  subject  to  taxation  under 
the  Internal  Revenue  Code  or  the  Com¬ 
monwealth  Tax  Act  of  1954  due  to  the 
fact  that  such  individual  is  (1)  residing 
abroad,  or  <2)  a  nonresident  alien,  such 
income  shall  be  included  in  the  bor¬ 
rower’s  adjusted  family  income.  Income 
described  in  clause  (1)  shall  be  treated 
as  if  subject  to  taxation  under  the  In¬ 
ternal  Revenue  Code  and  computed 
(together  with  any  income  which  is  sub¬ 
ject  to  taxation)  in  accordance  with 
paragraph  (a)  of  this  section.  Income  de¬ 
scribed  in  clause  (2)  shall  be  computed 
in  accordance  with  instructions  issued 
by  the  Commissioner. 

(c)  Exclusion  of  income  of  parents  or 
spouse  in  exceptional  circumstances.  The 
income  of  a  parent,  or  parents  living  to¬ 
gether,  shall  be  excluded  from  consider¬ 
ation  under  paragraphs  (a)  or  (b)  of 
this  section  if  the  borrower  is  not  and, 
during  the  12  months  preceding  the  de¬ 
termination,  has  not  been  (1)  residing 
with,  (2)  claimed  as  a  dependent  for 
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Federal  Income  tax  purposes  by,  nor  (3) 
the  recipient  of  an  amount  in  excess  of 
$600  from,  such  parent  or  parents.  The 
income  of  a  spouse  shall  also  be  excluded 
from  such  consideration  where  there  has 
been  a  legal  separation  approved  by  a 
court  or  a  separation  which  has,  in  fact 
existed  for  12  months  or  more.  Persons 
whose  income  is  so  excluded  shall  not  be 
required  to  complete  or  sign  any  forms 
designed  for  the  purpose  of  computing 
adjusted  family  income. 

(d)  Method  of  determination.  The  de¬ 
termination  of  the  adjusted  family  in¬ 
come  of  a  student  borrower  shall  be 
made  in  such  manner  and  on  the  basis 
of  information  submitted  on  such  forms 
as  may  be  supplied  or  approved  by  the 
Commissioner.  The  determination  shall 
be  made  each  time  funds  are  advanced, 
except  that  no  new  determination  need 
be  made  with  respect  to  funds  advanced 

(1)  within  the  same  tax  year  in  which 
a  determination  was  last  made  or  (2)  on 
a  line  of  credit  extended  after  May  31, 
1967,  where  a  determination  has  been 
made  during  tne  preceding  12-month  pe¬ 
riod  in  connection  with  funds  advanced 
on  such  line  of  credit. 

(e)  Loss  of  income.  With  respect  to 
loans  made  prior  to  July  1,  1970,  the 
lender  shall  make  provision  for  taking 
into  account  reductions  in  income  which 
occurred  during  or  subsequent  to  the  tax 
year  referred  to  in  paragraph  (a)  of  this 
section,  which  were  occasioned  by  a  dis¬ 
aster  occurring  after  July  1,  1969,  in  an 
area  which  has  been  declared  to  have 
suffered  a  “major  disaster”  as  defined  in 
section  2(a)  of  the  Act  of  September  3, 
1950  (42  U.S.C.  1855a(a))  and  which 
materially  affect  the  reliability  of  the 
figures  referred  to  in  paragraph  (a)  of 
this  section  as  an  indicator  of  current 
adjusted  family  income  status.  When  the 
determination  of  Adjusted  Family  In¬ 
come  is  made  on  this  basis,  the  lender 
shall  make  a  notation  to  that  effect  on 
the  form  provided  or  approved  by  the 
Commissioner  for  the  computation  of 
Adjusted  Family  Income. 

§  177.4  Payment  of  interest  benefits,  ad¬ 
ministrative  cost  allowances  and  spe¬ 
cial  allowance. 

(a)  Interest  benefits.  (1)  After  a  loan 
is  made  to  a  student  meeting  the  re¬ 
quirements  of  §  177.2  (or  an  application 
is  received  from  such  student  for  Federal 
interest  payments) ,  a  report  shall  be 
submitted  to  the  Commissioner  in  such 
form  as  the  Commissioner  may  require. 
On  the  basis  of  such  report,  the  Com¬ 
missioner  shall  periodically  inquire  of 
the  educational  institution  or  if  neces¬ 
sary  the  guarantee  agency  (or  an  agency 
operating  a  direct  State  loan  program) 
as  to  the  enrollment  status  of  the  stu¬ 
dent  borrower.  On  the  basis  of  such  re¬ 
ports  and  inquiries,  and  upon  receipt  of 
periodic  statements  from  the  holder 
upon  forms  provided  or  approved  by  the 
Commissioner,  the  Commissioner  will 
make  payments  of  interest  to  each  hold¬ 
er  on  behalf  of  each  student. 

(2)  The  payment  shall  be  limited  to: 

(i)  The  total  amount  of  the  interest 
on  the  unpaid  principal  amount  of  each 
loan  which  accrued  prior  to  the  begin- 
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ning  of  the  repayment  period  of  such 
loan; 

(ii)  The  total  amount  of  the  Interest 
which  is  accrued  on  the  unpaid  principal 
amount  during  periods  in  which  repay¬ 
ment  of  principal  is  deferred  on  account 
of  the  borrower’s  service  to  the  nation 
or  attendance  at  educational  institutions 
as  provided  for  in  §  177.12(a)  (3)  and 
177.46(f);  and 

(iii)  With  respect  to  loans  made  prior 
to  or  made  pursuant  to  binding  commit¬ 
ments  made  prior  to  December  15,  1968, 
an  amount  equivalent  to  3  percent  per 
year  of  the  unpaid  principal  amount  of 
each  such  loan  during  the  remainder  of 
the  repayment  period.  Payments  made 
pursuant  to  this  subparagraph  shall  in¬ 
clude  any  administrative  cost  allowance 
to  be  paid  pursuant  to  paragraph  (b)  of 
this  section. 

(3)  In  no  event  shall  payments  under 
subparagraph  (1)  or  (2)  of  this  para¬ 
graph  include  any  interest  on  interest 
added  to  principal  or  exceed  the  interest 
payable  by  the  student,  after  taking  into 
consideration  the  amount  of  any  interest 
on  that  loan  which  the  student  is  entitled 
to  have  paid  on  his  behalf  for  that  period 
under  any  insured  loan  program. 

(4)  The  Commissioner’s  obligation  to 
pay  interest  shall  terminate  (i)  upon 
default  by  the  borrower,  as  defined  in 
§  177.1  (n),  or  (ii)  upon  a  determination 
of  the  death  or  total  and  permanent  dis¬ 
ability  of  the  borrower  but  (a)  in  cases 
where  the  repayment  period  has  com¬ 
menced,  not  later  than  120  days  follow¬ 
ing  the  failure  to  recefve  a  regularly 
scheduled  installment  or  (b)  in  cases 
where  the  repayment  period  has  not 
commenced,  not  later  than  120  days  fol¬ 
lowing  the  holder’s  receipt  of  a  request 
for  loan  cancellation  on  account  of  such 
causes. 

(5)  Interest  payments  under  this  sub¬ 
part  shall  be  made  with  respect  to  a  stu¬ 
dent  loan  only  if  the  note  covering  such 
loan  was  executed  and  the  loan  was 
advanced. 

(i)  Under  a  program  approved  by  the 
Commissioner  as  meeting  the  require¬ 
ments  of  §  177.12,  §  177.13  or  §  177.14; 

(ii)  Not  later  than  June  30,  1967,  if 
the  loan  was  insured  under  a  student  loan 
program  pursuant  to  §  177.13;  or 

(iii)  Not  later  than  June  30,  1971,  if 
the  loan  was  made  under  a  student  loan 
insurance  program  covered  by  an  agree¬ 
ment  pursuant  to  §  177.12,  or  under  a 
direct  State  student  loan  program  cov¬ 
ered  by  §  177.14,  except  that  such  date  is 
extended  in  the  case  of  a  loan  for  which 
the  note  was  executed  and  the  advance 
made  not  later  than  June  30,  1975,  if 

(a)  Such  loan  is  made  to  a  student 
who  had  obtained  a  prior  loan  under  this 
subpart  on  or  before  June  30,  1971,  and 

(b)  Such  loan  is  made  to  continue  the 
student’s  educational  program. 

(b)  Federal  administrative  cost  al¬ 
lowances.  (1)  An  administrative  cost 
allowance  may  be  paid  by  the  Commis¬ 
sioner  with  respect  to  loans  insured 
under  Federal  or  private  nonprofit  loan 
insurance  programs  as  well  as  under 
State  loan  guarantee  programs  where 
such  loans  were  made  in  a  State  (i) 


during  the  period  August  3, 1968,  through 
the  120th  day  after  adjournment  of 
such  State’s  first  legislative  session  ad¬ 
journing  after  January  1,  1969  and  (ii) 
at  a  time  when  under  the  State  law 
applicable  to  such  loan,  interest  charges 
were  limited  to  less  than  7  percent. 

(2)  Such  payments  may  not  exceed  an 
amount  based  on  the  lesser  of  1  percent 
per  year  or  the  rate  which  when  added 
to  the  maximum  interest  rate  that  may  be 
charged  to  the  borrower  under  such  State 
law  does  not  exceed  7  percent  per  year. 

(3)  Administrative  cost  allowances 
may  not  be  paid  with  respect  to  any  loan 
made  or  contracted  for  prior  to  August  3, 
1968,  whether  or  not  consolidated  with 
or  converted  to  a  loan  made  on  or  after 
August  3,  1968. 

(c)  Special  allowances.  (1)  Whenever 
the  Secretary  of  Health,  Education,  and 
Welfare  finds  the  conditions  set  forth  in 
the  first  sentence  of  section  2  of  the 
“Emergency  Insured  Student  Loan  Act 
of  1969”  are  met,  he  may  prescribe,  for 
such  period  as  he  shall  specify,  and  after 
consultation  with  the  Secretary  of  the 
Treasury  and  the  heads  of  other  appro¬ 
priate  agencies,  the  payment  of  a  special 
allowance  to  each  holder  of  an  eligible 
loan  or  loans.  For  purposes  of  this  sec¬ 
tion  the  term  “eligible  loan”  means  a  loan 
disbursed  on  or  after  August  1,  1969, 
which  is  insured  by  the  Commissioner  or 
by  a  guarantee  agency  pursuant  to  an 
agreement  with  the  Commissioner.  The 
amount  of  any  such  allowance  and  the 
period  for  which  it  will  be  paid  will  be 
prescribed  under  subparagraph  (3)  of 
this  paragraph. 

(2)  The  special  allowance  shall  be 
payable  on  the  average  unpaid  balance 
of  disbursed  principal  (not  including 
interest  or  other  charges  added  to  princi¬ 
pal)  and  shall  be  paid  by  the  Commis¬ 
sioner  on  the  basis  of  billings  submitted 
in  accordance  with  such  instructions  as 
are  issued  for  that  purpose.  The  average 
unpaid  balance  of  disbursed  principal 
shall  be  determined,  at  the  election  of  the 
holder,  either  (i)  by  adding  the  unpaid 
balance  of  disbursed  principal  of  all 
loans  outstanding  on  the  first  day  of  the 
specified  period  and  the  unpaid  balance 
of  disbursed  principal  of  all  loans  out¬ 
standing  on  the  last  day  of  such  period 
and  dividing  by  2,  or  (ii)  by  adding  the 
unpaid  balance  of  disbursed  principal  on 
all  such  loans  outstanding  on  each  day  of 
the  specified  period  and  dividing  by  the 
number  of  days  in  such  period  (average 
daily  balance).  The  holder  may  not 
change  his  election  of  the  method  of 
determining  the  average  unpaid  balance 
of  disbursed  principal  without  the  prior 
approval  of  the  Commissioner. 

(3)  Special  allowances  are  authorized 
to  be  paid  as  follows: 

(i)  For  the  period  August  1,  1969, 
through  September  30,  1969,  inclusive,  in 
an  amount  equal  to  the  rate  of  2  percent 
per  year  of  the  average  unpaid  balance 
of  disbursed  principal  of  eligible  loans. 

(ii)  For  the  period  October  1,  1969, 
through  December  31,  1969,  inclusive,  in 
an  amount  equal  to  the  rate  of  2  y4  per¬ 
cent  per  year  of  the  average  unpaid  bal¬ 
ance  of  disbursed  principal  of  eligible 
loans. 
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(iii)  For  the  period  January  1,  1970, 
through  March  31,  1970,  inclusive,  in  an 
amount  equal  to  the  rate  of  2  percent  per 
year  of  the  .average  unpaid  balance  of 
disbursed  principal  of  eligible  loans. 

§  177.5  Death  and  disability  payments. 

( a )  The  Commissioner  shall  discharge 
the  liability  of  any  borrower  who  on  or 
after  December  15,  1968,  receives  a  loan 
covered  by  this  part  and  who  subse¬ 
quently  dies  or  becomes  totally  and  per¬ 
manently  disabled  by  paying  the  amount 
owed  on  the  loan.  Loan  cancellation  for 
such  causes  with  respect  to  loans  made 
prior  to  such  time  and  insured  by  the 
Commissioner  is  covered  by  §  177.47  and 
§  177.48. 

(b)  The  borrower  shall  be  deemed  li¬ 
able  for  payment  only  of  principal  and 
interest  outstanding  on  the  loan  on  the 
date  of  the  holders  receipt  of  payment 
under  paragraph  (a)  of  this  section  on 
account  of  the  borrowers  death  or  total 
and  permanent  disability  but  in  no  event 
shall  the  borrower  be  deemed  liable  for 
interest  accruing  after  the  dates  set 
forth  in  §  177.4(a)  (4)  (ii). 

(c)  A  determination  as  to  whether  or 
not  the  Commissioner  must  discharge  a 
borrower’s  obligation  on  account  of  his 
death  shall  be  made  by  the  holder  of  the 
loan  on  the  basis  of  a  certificate  of  death 
or  such  other  official  proof  as  is  conclu¬ 
sive  under  State  law.  A  determination 
based  on  medical  evidence  supplied  by 
the  borrower  on  forms  provided  by  the 
Commissioner  as  to  whether  the  borrower 
is  totally  and  permanently  disabled  shall 
be  made  by  the  holder,  subject  to  the 
approval  of  the  Commissioner. 

(d)  The  lender  shall  submit  such  de¬ 
terminations  directly  to  the  Commis¬ 
sioner  or,  in  the  case  of  loans  insured 
under  State  and  private  nonprofit  pro¬ 
grams,  through  the  guarantee  agency. 

(e)  The  guarantee  agency  shall  re¬ 
view  for  accuracy  and  completeness  the 
determinations  submitted  to  it.  Where 
the  determination  is  on  account  of  a  bor¬ 
rower’s  death  the  guarantee  agency  may 
make  payments  to  the  holder  in  accord¬ 
ance  with  its  usual  procedure  in  the 
amounts  set  forth  in  paragraph  (b)  of 
this  section.  Determinations  as  to 
whether  or  not  a  borrower  has  become 
totally  and  permanently  disabled  shall  be 
promptly  forwarded  to  the  Commissioner. 

(f)  The  Commissioner  shall  promptly 
review  all  determinations  submitted  to 
him.  In  the  case  of  a  disability,  the  Com¬ 
missioner  shall  promptly  advise  the 
holder  or  the  guarantee  agency  or  both 
as  to  whether  or  not  the  holder’s  deter¬ 
mination  as  to  whether  the  loan  should 
be  canceled  is  approved.  Payments  may 
be  made  directly  to  the  holder  or  through 
the  guarantee  agency. 

(g)  The  Commissioner  shall  periodi¬ 
cally  make  payments  to  the  guarantee 
agency  to  cover  the  payments  made  by  it 
under  this  section. 

§  1,77.6  Permissible  charges. 

(a)  Rate  of  interest.  The  maximum 
rate  of  interest  on  the  unpaid  principal 
balance  of  any  loan  covered  by  this  part 
may  not  exceed  6  percent  per  year  with 
respect  to  loans  made  prior  to  August  3, 


1968,  and  7  percent  per  year  on  loans 
made  thereafter,  calculated  from  the  ■ 
date  of  disbursement  of  funds  by  the 
lender  to  the  borrower,  exclusive  of  any 
premium  for  insurance. 

(b)  Insurance  premiums.  The  maxi¬ 
mum  rate  for  insurance  premiums  which 
may  be  charged  the  lender  and  passed 
on  to  the  borrower  may  not  exceed,  in 
the  case  of  loans  insured  under  State 
and  private  nonprofit  loan  insurance 
programs,  the  equivalent  of  one-half  of 
1  percent  per  year  of  the  unpaid  prin¬ 
cipal  balance  (excluding  interest  or 
other  charges  which  may  have  added  to 
principal)  or  in  the  case  of  federally  in¬ 
sured  loans  one-fourth  percent  per  year 
of  the  unpaid  principal  balance  of  the 
loan  <  excluding  interest  or  other  charges 
which  may  have  been  added  to  principal) . 
The  term  “insurance  premium’’  covers 
only  those  charges  made  by  the  guarantee 
agency  to  be  used  to  underwrite  loans 
and  to  cover  costs  incurred  in  the  ad¬ 
ministration  of  its  loan  insurance  pro¬ 
gram.  Such  premiums  may  not  be  re¬ 
tained  by  the  lender  to  cover  the  costs 
of  making  the  loan. 

(c)  Late  charges.  Notes  evidencing 
loans  covered  by  this  part  may  provide 
for  the  assessment  of  a  charge  for  failure 
of  the  borrower  to  pay  all  or  any  part 
of  an  installment  within  10  days  after 
its  due  date  or  by  that  time  to  file  sat¬ 
isfactory  evidence  of  entitlement  to  de¬ 
ferment  of  such  installment  pursuant  to 
§  177.12(a) 3  or  §  177.46(f).  The  amount 
of  such  charge  may  not  exceed  5  cents 
for  each  dollar  of  each  installment  due 
or  $5  for  each  installment  whichever  is 
lesser. 

(d)  Other  charges.  The  note  evidenc¬ 
ing  a  loan  covered  by  this  part  may  also 
provide  for  the  payment  of  reasonable 
attorney’s  fees,  and  other  costs  and 
charges  necessary  for  the  collection  of 
any  amount  not  paid  when  due.  No 
charge  other  than  those  authorized  by 
this  section  may  be  assessed  or  passed  on 
to  the  borrower,  directly  or  indirectly. 

(e)  Discounting,  payment  of  premi¬ 
ums;  cost  to  the  student.  (1)  No  points, 
premiums  or  additional  interest  of  any 
kind  may  be  paid  to  any  eligible  lender 
in  order  to  secure  funds  for  making  loans 
or  to  induce  such  a  lender  to  make  loans 
to  the  students  of  a  particular  institu¬ 
tion  or  any  particular  category  of  stu¬ 
dents  and,  except  in  circumstances  ap¬ 
proved  by  the  Commissioner,  notes  (or 
any  interest  in  notes)  evidencing  loans 
made  by  educational  institutions  shall, 
not  be  sold  or  otherwise  transferred  at 
discount. 

(2)  In  no  event  may  the  costs  of  mak¬ 
ing  a  loan  under  this  part  (except  those 
specifically  provided  for  in  this  section) 
be  passed  on  (in  the  form  of  higher  tui¬ 
tion  charges  or  otherwise)  to  the 
borrower. 

§  177.7  Civil  rights. 

(a)  Guarantee  agencies  and  direct 
State  loan  agencies  shall  make  their  loan 
and  loan  insurance  programs  available 
to  students  without  regard  to  race,  color, 
or  national  origin.  Under  this  require¬ 
ment  such  agencies  have  the  responsi¬ 
bility  for  insuring  that  educational  in¬ 


stitutions  whose  students  participate  in  . 
such  programs  do  not  discriminate  in  the 
admission  and  treatment  of  students  on 
account  of  race,  color,  or  national  origin, 
and  that  lenders  do  not  discriminate  in 
the  making  of  loans  to  eligible  student 
borrowers  or  in  the  treatment  of  such 
borrowers  on  account  of  race,  color,  or 
national  origin.  In  addition,  in  conduct¬ 
ing  their  loan  and  loan  insurance  pro¬ 
grams  such  agencies  shall  not  take  into 
account  the  sex  of  the  student  borrower 
and  guarantee  agencies  shall  insure  that 
lenders  do  not  take  the  sex  of  such  bor¬ 
rower  into  account.  The  agency  shall 
procure  an  appropriate  assurance  of 
compliance  from  such  lenders  or  other¬ 
wise  assure  their  compliance.  With  re¬ 
spect  to  educational  institutions,  the 
agency  may  rely  upon  the  Commissioner’s 
list  of  institutions  which  have  a  currently 
acceptable  form  441  on  file  with  the  De¬ 
partment  of  Health,  Education  and 
Welfare. 

(b)  Lenders  shall  make  federally  in¬ 
sured  loans  available  without  regard  to 
race,  sex,  color,  or  national  origin.  The 
Commissioner  will  not  insure  a  loan  made 
to  a  student  attending  an  educational 
institution  which  does  not  have  a  cur¬ 
rently  acceptable  form  441  on  file  with 
the  Department  of  Health,  Education, 
and  Welfare  unless  the  Commissioner  is 
provided  with  an  acceptable  statement 
of  the  lender  that  it  is  satisfied  that  the 
educational  institution  does  not  dis¬ 
criminate  in  the  admission  and  treat¬ 
ment  of  students  on  account  of  race, 
color,  or  national  origin. 

§  177.8  Records,  reports  and  inspec¬ 
tions. 

(a)  The  guarantee  agency  shall  sub¬ 
mit  such  reports  to  the  Commissioner  at 
such  times  and  in  such  manner  as  he  may 
prescribe  concerning  the  status  of  its 
reserve  fund  and  the  operation  of  the 
agency’s  loan  insurance  program,  in¬ 
cluding  periodic  reports  setting  forth  for 
such  period  the  amount  of  claims  paid 
on  those  loans  for  which  the  repayment 
period  has  commenced.  The  guarantee 
agency  shall  keep  such  records  as  may  be 
necessary  to  make  such  reports,  and  shall 
afford  access  thereto  at  any  reasonable 
time  to  the  Commissioner  or  other  agen¬ 
cies  of  the  Government  designated  by  the 
Commissioner  to  assure  the  correctness 
and  verification  of  such  reports  and 
records. 

.(b)  The  guarantee  agency  shall  sub¬ 
mit  to  the  Commissioner  upon  request, 
forms,  procedures  or  other  materials 
used  in  the  operation  of  its  loan  insur¬ 
ance  program.  The  guarantee  agency 
shall  also  submit  to  the  Commissioner 
for  his  approval  and  prior  to  their  adop¬ 
tion  forms,  procedures,  or  other  mate¬ 
rials  which  the  guarantee  agency  pro¬ 
poses  to  adopt  or  revise,  and  which  sub¬ 
stantively  affect  the  operation  of  its  loan 
insurance  program.  These  include  any 
proposed  arrangement  with  another  loan 
insurance  agency  for  the  administration 
of  the  guarantee  agency’s  program. 

(c)  The  guarantee  agercy  shall  re¬ 
quire  that  participating  1  rnders  shall 
keep  such  records  in  con  ection  with 
loans  guaranteed  by  such  a  jncy  as  may 
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be  necessary  and  as  the  Commissioner 
may  reasonably  require,  and  shall  afford 
such  access  thereto  at  any  reasonable 
time  to  the  Commissioner,  to  assure  the 
correctness  and  verification  of  such 
reports  and  records. 

(d)  The  lender  shall  maintain  com¬ 
plete  and  accurate  records  of  all  federally 
insured  loan  accounts  which  shall  reflect 
each  transaction  so  as  to  afford  ready 
identification  of  each  borrower’s  account 
and  the  status  thereof  and  shall  contain 
full  and  proper  documentation  to  sup¬ 
port  a  claim  for  loss. 

(e)  The  lender  shall  retain  all  records 
pertaining  to  each  applicant  to  whom  a 
loan  is  made  until  such  time  as  the  Com¬ 
missioner  has  no  further  need  for  such 
records,  but  for  no  less  than  3  years 
from  the  date  the  loan  either  has  been 
repaid  in  full  or  has  been  defaulted  and 
the  lender  reimbursed  by  the  guarantee 
agency  or  by  the  Commissioner. 

(f)  Lenders  of  federally  insured  loans 
and  direct  State  loan  agencies  shall  sub¬ 
mit  such  reports  and  information  as  the 
Commissioner  may  reasonably  require  in 
connection  with  their  activities  under 
the  program,  and  will  permit  the  Gov¬ 
ernment’s  authorized  representatives  at 
any  reasonable  time  to  inspect  such  of  its 
books  and  accounts  as  are  necessary  to 
verify  the  correctness  of  its  records  and 
reports  relating  to  loans  made  under  the 
program. 

§  1 77.9  Scope  of  part. 

This  part  covers  loans  made  to  stu¬ 
dents  enrolled  or  accepted  for  enrollment 
in  institutions  of  higher  education  under 
the  provisions  of  title  IV,  part  B  of  the 
Higher  Education  Act  of  1965  and  loans 
made  on  or  after  December  15,  1968,  to 
students  enrolled  or  accepted  for  enroll¬ 
ment  in  vocational  schools  under  the 
provisions  of  said  Act.  Part  178  of  this 
chapter  covers  loans  made  to  vocational 
students  prior  to  December  15,  1968, 
under  the  provisions  of  the  subsequently 
repealed  National  Vocational  Student 
Loan  Insurance  Act  of  1965. 

Subpart  B — Interest  Benefits — State 

and  Private  Nonprofit  Student  Loan 

Insurance  Programs  and  Direct  State 

Loan  Programs 

§177.11  In  general. 

Interest  benefits  as  set  forth  in  §  177.4 
are  available  with  respect  to  loans  in¬ 
sured  under  State  and  private  nonprofit 
student  loan  insurance  programs  meet¬ 
ing  the  requirements  of  §  177.12  or 
§  177.13  and  with  respect  to  direct  State 
loan  programs  meeting  the  requirements 
of  §  177.14. 

§  177.12  Agreements  for  Federal  pay¬ 
ments  to  reduce  student  interest  costs 
for  insured  loans. 

(a)(1)  Except  as  provided  for  in 
§  177.13,  interest  benefits  under  insured 
loan  programs  shall  be  available  only 
insofar  as  the  loan  to  which  they  relate 
are  covered  under  an  agreement  between 
the  guarantee  agency  and  the  Commis¬ 
sioner  pursuant  to  this  _.x:tion.  The  Com¬ 
missioner  may  enter  into  such  an  agree¬ 


ment  if  he  determines  that  the  loan 
insurance  program  of  the  guarantee 
program: 

(i)  Authorizes  the  insurance  of  loans 
in  amounts  up  to  at  least  $1,000,  but  not 
exceed  $1,500  to  any  individual  student 
in  any  academic  year  or  its  equivalent 
after  taking  into  account  other  loans 
covered  by  this  part  which  the  student 
has  received  in  the  same  academic  year 
or  its  equivalent; 

(ii)  Provides  that  the  aggregate  in¬ 
sured  unpaid  principal  amount  of  all 
loans  made  under  programs  covered 
under  this  part  and  Part  178  of  this 
chapter  to  any  student  shall  not  at  any 
time  exceed  $7,500. 

(iii)  Authorizes  the  insurance  of  loans 
to  an  individual  student  for  at  least  6 
academic  years  of  study  or  their  equiv¬ 
alent; 

(iv)  Provides  that  (a)  the  student 
borrower  shall  be  entitled  to  accelerate 
without  penalty  the  repayment  of  the 
whole  or  any  part  of  the  insured  loan 
and  (b>  except  as  otherwise  specifically 
provided  in  this  part  the  insured  loan 
shall  be  repaid  within  15  years  from  the 
date  of  execution  of  the  initial  note  or 
other  evidence  of  the  loan; 

(v)  Subject  to  subdivisions  (iv)  and 
(xi)  of  this  subparagraph,  provides  that, 
repayment  of  loans  shall  be  in  install¬ 
ments  over  a  period  of  not  less  than  5 
years  nor  more  than  10  years  beginning 
not  earlier  than  9  months  nor  later  than 
1  year  after  the  student  ceases  to  pursue 
a  full-time  course  of  study  at  an  eligible 
institution,  except  that  if  the  program 
provides  for  the  insurance  of  loans  for 
part-time  (less  than  full-time  but  not 
less  than  one-half  time)  study  at  eligible 
institutions,  the  program  shall  provide 
that  (a)  such  repayment  period  shall 
begin  not  earlier  than  9  months  and  not 
later  than  1  year  after  the  student 
ceases  to  carry  at  an  eligible  institution 
at  least  one-half  the  normal  full-time 
academic  workload  as  determined  by  the 
institution,  and  (b)  in  the  case  of  corre¬ 
spondence  students,  not  earlier  than  9 
months  nor  later  than  1  year  after  the 
expiration  of  a  90 -day  period  following 
the  student  borrower’s  failure  to  submit 
a  required  assignment,  or  the  expiration 
of  a  90-day  period  following  the  stated 
normal  time  for  completion  of  the  pro¬ 
gram,  whichever  comes  first. 

(vi)  Authorizes  interest  on  the  unpaid 
principal  balance  of  the  loan  at  a  yearly 
rate  not  in  excess  of  7  percent  per  year 
exclusive  of  any  premium  for  insurance 
which  may  be  passed  on  to  the  borrower, 
but  such  insurance  premium  may  not  re¬ 
sult  in  charges  in  excess  of  the  equivalent 
of  one-half  of  1  percent  per  year  of  the 
unpaid  principal; 

(vii)  Insures  not  less  than  80  percen- 
tum  of  the  unpaid  principal  of  loans 
insured  under  the  program; 

(viii)  Provides  that  the  benefits  of  the 
loan  insurance  program  will  not  be 
denied  any  student  because  of  his  family 
income  or  lack  of  need  if  his  adjusted 
annual  family  income  at  the  time  the 
note  is  executed  is  less  than  $15,000,  as 
determined  under  §  177.3; 


(ix)  Provides  that  a  student  may  ob¬ 
tain  insurance  under  the  program  for  a 
loan  for  any  year  of  study  at  an  eligible 
institution; 

(x)  In  the  case  of  a  State  loan  insur¬ 
ance  program,  provides  that  such  State 
program  is  administered  by  a  single 
State  agency,  or  by  one  of  more  non¬ 
profit  private  institutions  or  organiza¬ 
tions  under  the  supervision  of  a  single 
State  agency.  For  purposes  of  this  sub- 
paragraph,  “supervision”  includes  the  re¬ 
sponsibility  of  setting  all  policies  and 
procedures  for  the  operation  of  the 
program; 

(xi)  Provides  that  the  total  of  the  pay¬ 
ments  by  a  borrower  during  any  year  of 
any  repayment  period  with  respect  to  the 
aggregate  amount  of  all  loans  to  that 
borrower  which  are  made  under  pro¬ 
grams  covered  under  this  part  or  Part 
178  of  this  chapter,  shall  not  be  less  than 
$360  or  the  balance  of  all  such  loans 
(together  with  interest  thereon) ,  which¬ 
ever  amount  is  less; 

(xii)  Provides  that  a  lender  may  make 
a  loan  to  a  student  borrower  in  such  in¬ 
stallments  as  are  deemed  appropriate  by 
the  lender,  except  that  the  proceeds  dis¬ 
bursed  during  a  given  semester,  quarter, 
or  term  should  not  be  greater  than  the 
amount  required  by  the  student  for  that 
academic  period,  and 

(xiii)  Provides  that  the  student  bor¬ 
rower  shall  not  be  liable  for  any  portion 
of  the  interest  on  the  note  which  Is  pay¬ 
able  by  the  Commissioner,  and  the  lender 
will  not  collect  or  attempt  to  collect  such 
portion  of  the  interest. 

(xiv)  Makes  adequate  provision  in  its 
agreements  with  lenders  to  insure  that 
the  provisions  of  §  177.5  through  §  177.8 
will  be  carried  out. 

(2)  The  conditions  of  subparagraph 
(l)(i)  of  this  paragraph  will  be  met  if 
the  student  loan  insurance  program  (i) 
authorizes  advances  of  not  more  than 
$1,500  to  a  student  during  any  12-month 
school  period  normally  beginning  in 
September  or  authorizes  advances  to  any 
student  during  such  12-month  period  of 
not  more  than  an  amount  which  bears 
the  same  ratio  to  the  number  of  credit 
hours  for  which  full-time  or  half-time 
student  borrower  is  registered  during  any 
such  12-month  period  as  $1,500  multi¬ 
plied  by  the  sum  of  the  academic  years 
or  their  equivalent  leading  to  the  degree 
or  certificate,  bears  to  the  total  sum  of 
credit  hours  required  to  earn  such 
a  degree  or  certificate;  and  (ii)  author¬ 
izes  advances  of  at  least  $1,000  to  a  full¬ 
time  student  and  (if  the  program  in¬ 
cludes  half-time  students)  at  least  $500 
to  a  half-time  student  during  any  12- 
month  school  period. 

(3)  Notwithstanding  any  of  the  limi¬ 
tations  set  forth  in  subdivisions  (iv)  and 
(v)  of  subparagraph  (1)  of  this  para¬ 
graph  there  shall  be  excluded  in  comput¬ 
ing  the  maximum  and  minimum  period 
allowed  for  repayment  any  period  after 
December  14,  1968, 

(i)  During  which  the  borrower  is  pur¬ 
suing  a  full-time  course  of  study  at  an 
eligible  institution. 

(ii)  Not  in  excess  of  3  years  during 
which  the  borrower  is  a  member  of  the 
Armed  Forces  of  the  United  States, 
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(lii)  Not  in  excess  of  3  years  during 
which  the  borrower  is  in  service  as  a 
volunteer  under  the  Peace  Corps  Act,  or 
(iv)  Not  in  excess  of  3  years  during 
which  the  borrower  is  in  service  as  a  full¬ 
time  volunteer  under  Title  VIII  of  the 
Economic  Opportunity  Act  of  1964,  where 
pursuant  to  appropriate  regulations  of 
the  guarantee  agency,  the  lender  pro¬ 
vides  in  such  cases  that  periodic  install¬ 
ments  of  principal  need  not  be  made,  but 
that  interest  shall  accrue  and  be  paid. 

(b)  The  agreement  shall  contain  such 
provisions  and  assurances  and  be  sup¬ 
ported  by  such  information  as  the  Com¬ 
missioner  may  require  pursuant  to  para¬ 
graph  (a)  of  this  section,  §§  177.5  and 
177.31,  including  provision  for  record 
keeping  by  lenders  as  well  as  the  agency 
and  for  inspection  of  such  records  and 
for  termination.  Termination  will  not 
affect  any  obligation  previously  incurred 
pursuant  to  the  agreement  and,  if  or¬ 
dered  by  the  Commissioner,  will  not  be¬ 
come  final  until  the  State  agency  or  non¬ 
profit  institution  or  organization  has 
been  afforded  an  opportunity  for  a 
hearing. 

§  177.13  Interim  coverage  for  insured 
loan  programs  approved  prior  to 
June  30,  1967. 

Federal  payments  may  be  made  with 
respect  to  student  loans  which  were  ad¬ 
vanced  and  insured  prior  to  June  30, 
1967,  where  the  Commissioner  deter¬ 
mined  prior  to  that  time  that  the  student 
loan  insurance  program  met  the  provi¬ 
sions  of  section  428(a)  (1)  (C)  (i)  of  the 
Act.  All  such  determinations  are  reflected 
in  applications  for  coverage  of  such  pro¬ 
grams  which  were  approved  by  the  Com¬ 
missioner.  Interest  benefits  are  payable 
by  the  Commissioner  on  loans  so  covered 
so  long  as: 

(a)  Interest  charges  on  such  loans  do 
not  exceed  6  percent  per  year  of  the 
unpaid  balance  of  the  loan  exclusive  of 
any  premium  for  insurance  which  may 
be  passed  on  to  the  borrower;  and 

(b)  Repayment  of  such  loans  is  to  be 
in  installments  beginning  not  earlier  than 
60  days  after  the  student  borrower  ceases 
to  be  a  full-time  student  in  an  eligible 
institution,  or  if  insurance  is  available 
for  part-time  study  (less  than  full-time, 
but  not  less  than  half-time)  ceases  to 
carry  at  an  eligible  institution  at  least 
half  the  normal  full-time  academic  work¬ 
load  as  determined  by  the  institution. 

§  177.14  Federal  payments  to  reduce 
student  interest  costs  on  direct  State 
loans. 

(a)  Federal  payments  to  reduce  stu¬ 
dent  interest  costs  may  be  made  on  be¬ 
half  of  students  who  meet  the  require¬ 
ments  of  §  177.2  and  who  have  received 
a  loan  covered  under  a  direct  State  stu¬ 
dent  loan  program  which  has  been  ap¬ 
proved  by  the  Commissioner  on  the  basis 
of  an  application  submitted  for  that  pur¬ 
pose.  No  such  application  will  be  ap¬ 
proved  unless  the  program  meets  the 
following  requirements: 

(1)  Interest  charges  do  not  exceed  7 
percent  per  year  of  the  unpaid  principal 
balance  of  the  loan; 

(2)  Repayment  of  such  loans  is  made 
in  installments  (i)  beginning  not  earlier 


than  60  days  nor  later  than  1  year  after 
the  student  borrower  ceases  to  be  a  full¬ 
time  student  in  an  eligible  institution,  or 
if  loans  are  available  for  part-time  study, 
ceases  to  carry  at  an  eligible  institution 
at  least  one-half  the  normal  full-time 
academic  workload  as  determined  by  the 
institution;  and  (ii)  in  the  case  of  cor¬ 
respondence  students,  not  earlier  than  9 
months  nor  later  than  1  year  after  the 
expiration  of  a  90-day  period  following 
the  student  borrower’s  failure  to  submit  a 
required  assignment,  or  the  expiration 
of  a  90-day  period  following  the  stated 
normal  time  for  completion  of  the  pro¬ 
gram,  whichever  comes  first. 

(3)  The  maximum  amount  of  loans  to 
any  individual  student  does  not  exceed 
the  maximum  amounts  provided  for  in 
§  177.43. 

(b)  For  purposes  of  this  section,  a 
direct  State  student  loan  program  in¬ 
cludes  only  those  programs  which  are 
available  to  students  in  one  or  more  cate¬ 
gories  of  eligible  institutions. 

(c)  States  are  encouraged  to  include 
in  their  direct  State  loan  programs  the 
provisions  described  in  §  177.12(a)  (3). 

(d)  Loans  may  be  made  to  a  student 
borrower  in  such  installments  as  are 
deemed  appropriate,  except  that  the 
proceeds  disbursed  during  a  given  semes¬ 
ter,  quarter,  or  term  should  not  be 
greater  than  the  amount  required  by  the 
student  for  that  academic  period. 

Subpart  C — Advances  for  Reserve 

Funds  of  State  and  Private  Non¬ 
profit  Loan  Insurance  Programs 

§  177.21  In  general. 

(a)  The  Commissioner  may  make 
advances  to  any  State  with  which  he  has 
entered  into  an  agreement  pursuant  to 
§  177.12  and  §  177.31  for  the  purpose  of 
helping  to  establish  or  strengthen  the 
reserve  fund  of  the  student  loan  insur¬ 
ance  program  covered  by  such  agree¬ 
ments.  The  Commissioner  may  also  make 
advances  to  a  State  where  it  is  prevented 
by  State  law  from  entering  into  an  agree¬ 
ment  pursuant  to  §  177.31. 

(b)  If  for  any  fiscal  year  a  State  does 
not  have  a  student  loan  insurance  pro¬ 
gram  which  is  covered  by  an  agreement 
pursuant  to  §  177.12  and  the  Commis¬ 
sioner  determines,  after  consultation 
with  the  chief  executive  officer  of  that 
State,  that  there  is  no  reasonable  likeli¬ 
hood  that  the  State  will  have  such  a 
student  loan  insurance  program  for  such 
year,  the  Commissioner  may  make  such 
advances  for  such  year  to  one  or  more 
nonprofit  private  institutions  or  orga¬ 
nizations  with  which  he  has  entered  into 
such  an  agreement. 

(c)  The  Commissioner  may  make 
advances  to  a  State  program  (with  which 
he  has  such  an  agreement)  and  to  one 
or  more  nonprofit  private  institutions  or 
organizations  (with  which  he  has  such 
an  agreement)  in  that  State  if  he  deter¬ 
mines  that  such  advances  are  necessary 
in  order  that  students  in  each  eligible 
institution  have  access  through  such  in¬ 
stitution  to  a  student  loan  insurance 
program  which  meets  the  requirements 
of  §  177.12. 


§  177.22  Applications. 

Applications  for  funds  made  available 
pursuant  to  §  177.21  shall  be  submitted 
at  such  time  or  times  and  in  such  manner 
and  contain  such  information  as  the 
Commissioner  may  require. 

* 

§  177.23  Allocation  and  payment  of 
State’s  allotment. 

(a)  If,  in  any  State,  there  is  no  State 
student  loan  insurance  program  (covered 
by  an  agreement  pursuant  to  §  177.12) 
extending  to  all  students  at  eligible  in¬ 
stitutions  who  are  residents  of  that  State 
(regardless  of  the  State  in  which  the 
eligible  institution  is  located)  the  State’s 
allotment,  as  determined  in  accordance 
with  the  first  two  sentences  of  section 
422(b)  of  the  Act,  shall  be  allocated  and 
reallocated  from  time  to  time  among  all 
guarantee  agencies,  covering  such  resi¬ 
dents,  on  the  basis  of  the  most  recent 
information  available  to  the  Commis¬ 
sioner  as  to  the  coverage  of  the  loan  in¬ 
surance  programs  of  such  agencies. 

(b)  Payments  on  account  of  alloca¬ 
tions  and  reallocations  shall  be  made  on 
the  basis  of  the  Commissioner’s  most  re¬ 
cent  estimates  of  the  expected  demand 
for  insured  loans  and  such  other  infor¬ 
mation  as  the  Commissioner  may  deem 
appropriate.  Such  payments  are  author¬ 
ized  if  the  guarantee  agency  has  en¬ 
cumbered  at  least  75  percent  of  the  ca¬ 
pacity  of  its  reserve  fund. 

(c)  Advances  after  June  30,  1968:  Any 
amount  advanced  after  June  30,  1968, 
must  be  matched  by  an  equal  amount 
from  non-Federal  sources.  Such  equal 
amount  may  include  the  unencumbered 
non-Federal  portion  of  a  reserve  fund. 
As  used  in  the  preceding  sentence,  the 
term  “unencumbered  non-Federal  por¬ 
tion”  means  the  amount  (determined  as 
of  the  time  immediately  preceding  the 
making  of  the  advance)  of  the  reserve 
fund  less  the  greater  of  (1)  the  sum  of 

(1)  advances  made  under  this  section 
prior  to  July  1,  1968,  (ii)  an  amount 
equal  to  twice  the  amount  of  advances 
made  under  this  section  after  June  30, 
1968,  and  before  the  advance  for  pur¬ 
poses  of  which  the  determination  is  made, 
and  (iii)  the  proceeds  of  earnings  on 
advances  made  under  this  section,  or 

(2)  any  amount  which  is  required  to  be 
maintained  in  such  fund  pursuant  to 
State  law  or  regulation,  or  by  agreement 
with  lenders,  as  a  reserve  against  the 
insurance  of  outstanding  loans. 

1 177.24  Terms  and  conditions  of  ad¬ 
vance. 

Advances  of  funds  to  a  guarantee 
agency  shall  be  upon  such  terms  and 
conditions  (including  conditions  relating 
to  the  time  or  times  of  payment)  con¬ 
sistent  with  the  requirements  of  section 
428(b)  as  the  Commissioner  determines 
will  best  carry  out  the  purposes  of  the 
Act  and  shall  be  repaid  at  such  time  or 
times  as  may  be  agreed  to  by  the  Com¬ 
missioner,  in  light  of  the  maturity  and 
solvency  of  the  fund  for  which  the  ad¬ 
vance  was  made,  and  shall  be  made  pur¬ 
suant  to  an  agreement  which  shall  in¬ 
clude  such  other  terms  and  conditions 
as  are  agreed  to  by  the  Commissioner 
and  the  guarantee  agency,  including  the 
following: 


FEDERAL  REGISTER,  VOL.  35,  NO.  21 3— SATURDAY,  OCTOBER  31,  1970 


16894  RULES  AND  REGULATIONS 


(a)  Funds  advanced  pursuant  to  this 
subpart  shall  be  used  only  for  the  pur¬ 
pose  of  insuring  loans  for  the  same  cate¬ 
gory  of  students  on  account  of  which  the 
Federal  advance  wTas  made.  Loan  insur¬ 
ance  premiums,  if  any  (referred  to  in 
§  177.6(b))  and  interest  or  other  earn¬ 
ings  derived  from  such  funds  may  be 
used  for  such  purposes  and  for  expendi¬ 
tures  necessary  for  the  proper  and  effi¬ 
cient  administration  of  the  program; 

(b)  The  guarantee  agency  shall  main¬ 
tain  a  separate  fund  or  account  into 
which  there  shall  be  deposited  or  credited 
all  advances  (and  required  matching 
funds)  pursuant  to  this  subpart  together 
with  such  sums  as  are  (1)  appropriated 
by  a  State  for  loan  insurance  purposes 
(2)  received  by  the  agency  as  loan  in¬ 
surance  premiums,  (3)  received  by  the 
Agency  through  gift,  grant,  or  by  other 
means  from  other  sources  for  loan  in¬ 
surance  purposes,  (4)  collected  on  de¬ 
faulted  loans  including  payments  pur¬ 
suant  to  subpart  D  or  (5)  in  the  nature 
of  interest  or  other  earnings  derived  from 
the  investment  thereof. 

(c)  The  applicant  shall  submit  such 
financial  reports  as  the  Commissioner 
may  reasonably  require  to  enable  him  to 
carry  out  his  functions  under  this  sub¬ 
part.  If,  on  the  basis  of  such  report  and 
such  other  information  as  may  be  ap¬ 
propriate,  the  Commissioner  determines 
that  any  of  the  funds  advanced  pursuant 
to  this  subpart  are  no  longer  required  to 
maintain  an  adequate  reserve,  he  may 
require  that  such  funds  be  returned  to 
the  Federal  Government  or  made  avail¬ 
able  to  some  other  guarantee  agency 
within  the  State;  and 

(d)  Such  other  provision  as  the  Com¬ 
missioner  finds  necessary  to  protect  the 
interests  of  the  United  States  and  pro¬ 
mote  the  purposes  of  this  part. 

Subpart  D — Federal  Reinsurance  of 
Student  Loans  Insured  by  Guaran¬ 
tee  Agencies 

§  177.31  Agreements  for  reinsurance. 

(a)  The  Commissioner  may  enter  into 
reinsurance  agreements  with  guarantee 
agencies  with  which  he  has  an  agree¬ 
ment  pursuant  to  §  177.12,  whereby  the 
Commissioner  undertakes  to  reimburse 
the  agency  in  an  amount  equal  to  80 
percent  of  the  unpaid  principal  amount 
expended  by  it  in  discharge  of  its  insur¬ 
ance  obligation  incurred  under  its  loan 
insurance  program,  with  respect  to  losses 
resulting  from  the  defualt  of  the  student 
borrower  on  the  unpaid  principal  bal¬ 
ance  (other  than  interest  added  to  prin¬ 
cipal)  of  the  loans  insured  under 
a  §  177.12  agreement  or  pursuant  to  the 
provisions  of  §  177.13.  For  purposes  of 
this  paragraph  “losses”  shall  not  include 
any  payments  by  the  guarantee  agency 
on  loans  made  on  or  after  December  15, 
1968,  in  cases  where  the  borrower  dies 
or  becomes  totally  and  permanently  dis¬ 
abled.  The  guarantee  agency  shall  be 
compensated  for  such  payments  pursu¬ 
ant  to  the  provisions  of  f  177.5. 

(b)  The  Commissioner  will  not  enter 
into  a  reinsurance  agreement  unless  he 
is  satisfied  that  such  credit  as  is  ex¬ 


tended  to  the  guarantee  agency  under 
such  agreement  is  acceptable  in  lieu  of 
cash  in  full  satisfaction  of  any  State 
laws,  regulations,  and  provisions  in 
agi  cements  between  lenders  and  the 
guarantee  agency  regarding  the  mainte¬ 
nance  of  the  guarantee  agency’s  reserve 
funds. 

(c)  The  agreement  shall  set  forth  such 
terms  and  conditions  as  the  Commis¬ 
sioner  finds  necessary  to  carry  out  the 
purposes  of  the  part  and  to  protect  the 
United  States  from  unreasonable  loss, 
and  shall  be  effective  with  respect  to 
loans  made  during  such  periods  as  are 
set  forth  therein. 

Subpart  E — Federal  Loan  Insurance 

§  177.41  Scope. 

TAe  Commissioner  will  provide  Federal 
loan  insurance  to  lenders  in  a  State 
where  he  is  unable  to  find  that  insured 
loans  are  reasonably  available  under 
State  and  private  nonprofit  loan  insur¬ 
ance  programs  covered  by  an  agreement 
pursuant  to  §  177.12,  determines  that 
such  action  is  otherwise  consistent  with 
section  423  of  the  Act  and  is  necessary 
and  appropriate  to  achieve  the  purpose 
of  this  part. 

§  177.42  Issuance  of  Federal  loan  insur¬ 
ance. 

(a)  The  Commissioner  will  enter  into 
agreements  with  eligible  lenders  in  ac¬ 
cordance  with  section  432(a)  (3)  of  the 
Act  under  which  losses  resulting  from 
the  borrowers  failure  to  make  repayment 
of  the  principal  amount  on  loans  made 
by  the  lender  (on  instruments  which  meet 
the  requirements  of  §  177.46)  -will  be  cov¬ 
ered  by  Federal  loan  insurance  issued 
pursuant  to  the  provisions  of  this 
subpart. 

(b)  Each  eligible  lender  with  which 
the  Commissioner  has  entered  into  an 
agreement  pursuant  to  paragraph  (a)  of 
this  section  may  make  application  to  the 
Commissioner  for  Federal  loan  insurance 
in  connection  with  each  application  for 
a  loan  which  the  lender  has  initially 
determined  to  be  eligible  for  such  in¬ 
surance  coverage.  Upon  receipt  of  such 
application,  which  shall  be  filed  on  such 
form  and  in  such  manner  as  may  be 
determined  by  the  Commissioner,  the 
Commissioner  shall  determine  whether 
or  not  the  loan  is  insurable  and  if  the 
loan  is  determined  to  be  insurable,  the 
Commissioner  shall,  by  affixing  to  the 
application  evidence  thereof,  advise  the 
lender  that  the  loan  is  insurable  and 
the  amount  of  insurance.  The  insurance 
shall  extend  to  all  disbursements  made 
pursuant  to  the  loan,  except  that,  unless 
expressly  provided  for,  no  disbursements 
made  on  a  loan  prior  to  the  issuance  of 
insurance  shall  be  covered. 

(c)  The  Commissioner  may  issue  to 
any  eligible  lender  applying  therefore  a 
certificate  of  comprehensive  insurance 
coverage  which  shall,  without  further 
action  by  the  Commissioner,  insure  all 
insurable  loans  made  by  that  lender,  on 
or  after  the  date  of  the  certificate  and 
before  a  specified  cutoff  date,  within  the 
limits  of  an  aggregate  maximum  amount 
stated  in  the  certificate.  Insurance  cov¬ 


erage  with  respect  to  any  loan,  is  con¬ 
ditioned,  upon  compliance  by  the  lender 
with  such  requirements  (to  be  stated  or 
incorporated  by  reference  in  the  certifi¬ 
cate)  as  in  the  Commissioner’s  judgment 
•will  best  achieve  the  purpose  of  this 
paragraph  while  protecting  the  financial 
interest  of  the  United  States  and  promot¬ 
ing  the  objectives  of  this  part. 

(d)  The  amount  of  loss  due  to  the 
borrower’s  default  (or  with  respect  to 
loans  made  prior  to  December  15,  1968, 
due  to  his  death  or  permanent  and  total 
disability)  on  any  loan  insured  by  the 
Commissioner  under  this  subpart  sh^ll  be 
the  amount  equal  to  the  unpaid  balance 
of  the  principal  amount  of  such  loan 
other  than  any  interest  or  any  other 
charges  which  may  have  been  added  to, 
and  become  a  part  of,  the  principal 
amount  of  the  loan. 

(e)  The  Commissioner  may,  if  he  finds 
it  necessary  to  do  so  in  order  to  assure 
an  equitable  distribution  of  the  benefits 
of  this  part,  assign,  within  the  maximum 
amount  specified  within  the  Act,  Federal 
loan  insurance  quotas  applicable  to 
eligible  lenders,  or  to  States  or  areas,  and 
may  from  time  to  time  reassign  unused 
portions  of  these  quotas. 

§  177.43  Limitations  governing  maxi¬ 
mum  amount  of  federally  insured 
loans. 

(a)  Annual  amounts.  The  Commis¬ 
sioner  will  not  insure  loans  to  any  student 
in  any  academic  year  of  study  in  an 
amount  in  excess  of  $1,500  after  taking 
into  account  other  loans  covered  by  this 
part  which  the  student  has  already  re¬ 
ceived  during  the  same  period  of  study. 
The  Commissioner  will,  however,  insure 
loans  of  proportionately  larger  amounts 
made  to  a  full-time  student  pursuing  a 
program  of  study  longer  than  an  aca¬ 
demic  year,  but  in  no  event  for  any  12- 
month  period  in  amounts  in  excess  of 
$2,000  after  taking  into  account  other 
loans  made  under  programs  covered  by 
this  part  which  the  student  has  already 
received  during  such  12-month  period  of 
study. 

(b)  Aggregate  amounts.  The  Commis¬ 
sioner  will  not  insure  any  amount  of  a 
loan  which,  together  with  the  outstand¬ 
ing  principal  on  all  other  loans  covered 
under  this  part,  and  Part  178,  exceeds 
$7,500. 

(c)  Vocational  loans:  The  Commis¬ 
sioner  will  not  insure  loans  to  any  stu¬ 
dent  under  this  subpart  for  any  academic 
year  if  such  student  has  already  received 
a  loan  for  that  academic  year  which  was 
made  or  insured  by  the  Commissioner 
under  Part  178  of  this  chapter  (the  Na¬ 
tional  Vocational  Student  Loan  Insur¬ 
ance  Program) . 

§  177.44  Eligibility  for  insured  loans. 

Loans  by  eligible  lenders  who  have  in 
effect  an  agreement  with  the  Commis¬ 
sioner  are  insurable  under  this  subpart 
only  if  made  to  a  student  who  (a)  has 
been  accepted  for  enrollment  at  an  eligi¬ 
ble  institution,  or  in  the  case  of  a  student 
attending  an  eligible  institution,  is  in 
good  standing  there  as  determined  by  the 
institution,  (b)  is  carrying  at  least  one- 
half  the  normal  fulltime  workload  as 
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determined  by  the  institution,  (c)  pro¬ 
vides  the  lender  with  a  statement  from 
the  institution  certifying  that  the  condi¬ 
tions  stated  in  paragraphs  (a)  and  (b) 
of  this  section  have  been  met,  and  In 
addition,  sets  forth  a  current  schedule  of 
tuition  and  fees,  and  its  estimate  of  the 
costs  of  room,  board,  and  any  other  costs 
which  the  institution  determines  to  be 
necessary  to  the  pursuit  of  the  student’s 
education,  (d)  provides  the  lender  with 
a  statement  of  any  financial  aids  which 
are  to  be  made  available  to  him  during 
the  period  for  which  the  loan  is  sought, 
(e)  provides  the  lender  an  assurance  that 
the  loan  will  not  be  used  for  any  purpose 
other  than  for  the  costs  of  pursuing  his 
education  for  the  period  covered  by  the 
application,  and  (f)  provides  to  the 
lender  a  statement  listing  the  dates  and 
amounts  of  other  loans  to  him,  which  are 
made  under  programs  covered  under  this 
part  and  Part  178  of  this  chapter. 

§  177.45  Insurance  premiums. 

(a)  Rate.  The  lender  will  be  liable  to 
the  Commissioner  on  all  insured  loans 
to.  pay  a  premium  in  an  amount  equal 
to  one-fourth  of  1  percent  per  year  of 
the  unpaid  principal  balance  of  the  loan 
(excluding  interest  or  other  charges 
which  may  have  been  added  to  the 
principal). 

(b)  Collection  of  premiums.  Premi¬ 
ums  covering  that  period  of  time  which 
runs  from  the  disbursal  of  the  loan  to 
the  time  that  it  is  anticipated,  in  accord¬ 
ance  with  instructions  issued  by  the 
Commissioner,  that  repayment  of  princi¬ 
pal  is  to  begin  shall  be  payable  at  the 
time  the  loan  is  disbursed.  Premiums 
attributable  to  all  other  periods  during 
which  le  loan  is  outstanding  shall  be 
payable  periodically  as  determined  by 
the  Commissioner  except  that  the  Com¬ 
missioner  may  waive  the  payment  of  all 
or  part  of  such  premiums  if  he  de¬ 
termines  that  such  premiums  are  not 
necessary  to  the  maintenance  of  an 
adequate  reserve  fund  for  the  payment 
of  claims. 

(c)  Payment  of  premiums.  The  Com¬ 
missioner  may  set  off  insurance  premi¬ 
ums  payable  to  him  by  the  lender  against 
amounts  payable  by  the  Commissioner 
to  the  lender. 

§  177.46  Disbursement  and  repayment 
of  loans. 

(a)  Evidence  of  indebtedness.  All  in¬ 
surable  loans  shall  be  evidenced  by  a 
promissory  note  which  meets  the  re¬ 
quirements  of  section  427(a)  of  the  Act. 
The  Commissioner  shall  from  time  to 
time  make  available  a  promissory  note 
form  which  meets  the  statutory  require¬ 
ments.  Any  substantive  deviation  from 
the  provisions  of  the  most  current  prom¬ 
issory  note  form  made  available  by  the 
Commissioner  must  be  approved  by  the 
Commissioner  prior  to  the  making  of  any 
loans  to  be  evidenced  thereby.  A  copy 
of  every  executed  note  shall  be  supplied 
to  the  student  maker  thereof. 

(b)  Security  and  endorsement.  The 
loan  shall  be  made  without  security  and 
without  endorsement,  except  that  if  the 
borrower  is  a  minor  and  his  note  would 
not  constitute  a  valid  and  enforceable 


obligation  under  applicable  local  law, 
endorsement  may  be  required. 

(c)  Disbursement.  A  lender  may  make 
a  loan  to  a  student  borrower  in  such  in¬ 
stallments  as  are  deemed  appropriate 
by  the  lender,  except  that  the  proceeds 
disbursed  during  a  given  semester, 
quarter,  or  term  should  not  be  greater 
than  the  amount  required  by  the  student 
for  that  academic  period.  The  lender  may 
not  make  disbursement  of  any  of  the 
proceeds  of  the  loan  to  a  student  bor¬ 
rower  earlier  than  is  reasonably  neces¬ 
sary  to  meet  the  purposes  for  which  the 
loan  was  made. 

(d)  Commencement  of  repayment . 
The  note  evidencing  the  loan  shall  pro¬ 
vide  for  repayment  of  the  principal 
amount  together  with  interest  thereon 
in  periodic  installments  beginning 
(1)  not  earlier  than  9  months  nor  later 
than  1  year  after  the  date  on  which  the 
student  ceases  to  carry  at  an  eligible  in¬ 
stitution  at  least  one-half  the  normal 
full-time  academic  workload  as  deter¬ 
mined  by  that  institution,  and  (2)  in  the 
case  of  correspondence  students,  not 
earlier  than  9  months  nor  later  than  1 
year  after  the  expiration  of  a  90-day 
period  following  the  student  borrower’s 
failure  to  submit  a  required  assignment, 
or  the  expii*ation  of  a  90-day  period 
following  the  stated  normal  time  for 
completion  of  the  program,  whichever 
comes  first. 

(e)  Repayment  period.  The  terms  of 
the  note  shall  provide:  (1)  For  repay¬ 
ment  over  a  period  of  not  less  than  5 
years,  nor  more  than  10  years  from  the 
commencement  of  the  repayment  period, 
but  except  as  otherwise  specifically  pro¬ 
vided  for  in  this  part,  in  no  event  over 
a  period  in  excess  of  15  years  from  the 
date  of  execution  of  the  note;  and  (2) 
that  the  total  of  payments  by  a  borrower 
during  any  period  during  which  repay¬ 
ment  of  principal  is  required  with  respect 
to  the  aggregate  amount  of  all  loans  to 
that  borrower  that  are  made  under  pro¬ 
grams  covered  under  this  part  or  Part 
178  shall  be  at  a  rate  of  not  less  than 
$360  per  annum  or  the  balance  of  all 
such  loans  (together  with  interest 
thereon)  whichever  amount  is  less. 

(f)  Deferment.  Periodic  installments 
of  principal  need  not  be  paid,  but  interest 
shall  accrue  and  be  paid,  during  any 
period  (1)  in  which  the  borrower  is  pur¬ 
suing  a  full-time  course  of  study  at  an 
eligible  institution,  (2)  not  in  excess  of  3 
years,  during  which  the  borrower  is  a 
member  of  the  Armed  Forces  of  the 
United  States,  (3)  not  in  excess  of  3  years* 
during  which  the  borrower  is  in  service 
as  a  volunteer  under  the  Peace  Corps 
Act  or  (4)  not  in  excess  of  3  years  during 
which  the  borrower  is  in  service  as  a 
full-time  volunteer  under  title  VIII  of 
the  Economic  Opportunity  Act  of  1964. 
Where  repayment  of  the  loan  is  deferred, 
the  period  of  deferment  shall  not  be  in¬ 
cluded  in  the  minimum  or  maximum 
periods  allow'ed  for  repayment  of  the  loan 
provided  for  in  paragraph  (e)  of  this 
section. 

(g)  Student’s  liability  for  interest.  The 
student  borrower  shall  not  be  liable  for 
any  portion  of  the  interest  on  the  note 
which  is  payable  by  the  Commissioner, 


and  the  lender  will  not  collect  or  attempt 
to  collect  such  portion  of  the  interest. 
Interest  on  loans  insured  under  this  sub- 
part  which  is  not  payable  by  the  Commis¬ 
sioner  shall  be  payable  in  installments 
over  the  period  of  the  loan  except  that  if 
provided  in  the  note  or  other  written 
agreement,  any  interest  payable  by  the 
student  may  be  deferred  until  not  later 
than  the  date  upon  which  payment  of  the 
first  installment  of  principal  falls  due, 
in  which  case,  interest  that  has  so  ac¬ 
crued  during  that  period  may  be  added 
on  that  date  to  the  principal  (but  with¬ 
out  thereby  increasing  the  insurance 
liability  under  this  part) . 

(h)  Acceleration.  The  student  bor¬ 
rower  may  accelerate  repayment  of  the 
whole  or  any  part  of  the  loan  without 
penalty. 

(i)  Payment  of  insurance  premiums. 
The  lender  may  require  that  the  borrow¬ 
er  pay,  in  addition  to  principal  and  in¬ 
terest  due,  an  amount  equal  .to  the  in¬ 
surance  premium  that  the  lender  is  re¬ 
quired  to  pay  to  the  Commissioner  on 
any  loan. 

§  177.47  Loan  cancellation;  death  or 
disability. 

(a)  In  the  event  the  borrower  dies,  the 
obligation  to  make  any  further  payments 
of  principal  and  interest  shall  be  can¬ 
celed.  A  determination  as  to  whether  or 
not  such  obligation  is  to  be  canceled  on 
account  of  death  shall  be  made  by  the 
holder  on  the  basis  of  a  certification  of 
death  or  such  other  official  proof  as  is 
conclusive  under  State  law. 

(b)  In  the  event  the  borrower  becomes 
totally  and  permanently  disabled,  the 
obligation  to  pay  any  further  payments 
of  principal  and  interest  shall  be  can¬ 
celed.  A  determination  based  on  medical 
evidence  supplied  by  the  borrower  on 
forms  provided  by  the  Commissioner  as 
to  whether  such  obligation  is  to  be  can¬ 
celed  on  account  of  total  and  permanent 
disability  shall  be  made  by  the  hold¬ 
er  subject  to  the  approval  of  the 
Commissioner. 

§  177.48  Procedures  for  filing  claims. 

(a)  General.  The  Commissioner  will 
honor  claims  for  reimbursement  for 
loss  on  a  loan  insured  pursuant  to  this 
subpart  only  if:  (1)  The  loan  is  deter¬ 
mined  to  be  in  default  (as  defined  in 
§  177. l(n))  or  has  been  canceled  in  ac¬ 
cordance  with  §  177.47  or  the  borrower 
has  been  adjudicated  a  bankrupt:  (2) 
the  lender  has  used  due  diligence  in  at¬ 
tempting  to  effect  collection  of  a  de¬ 
faulted  loan:  (3)  a  written  demand  for 
payment  has  been  made  on  the  borrower 
and  any  endorser  on  a  defaulted  note 
not  less  than  30  days  nor  more  than  60 
days  prior  to  the  filing  of  the  claim  for 
loss;  and  (4)  the  claim  is  supported  by 
such  documents  as  are  required  by  the 
Commissioner. 

(b)  Collection  of  loans.  The  lender 
shall  use  due  diligence  in  the  servicing 
and  collection  of  loans  insured  under  this 
subpart,  and  shall  utilize  collection  prac¬ 
tices  no  less  extensive  and  forceful  than 
those  generally  in  force  among  financial 
institutions. 
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(c)  Filing  of  claim  application.  A  claim 
for  reimbursement  for  loss  on  an  insured 
loan  shall  be  filed  on  a  form  provided  by 
the  Commissioner  and  in  the  case  of  de¬ 
fault  may  be  made  at  such  time  as  the 
lender  has  determined,  that  the  loan  can¬ 
not  be  collected,  or  after  such  time  as  the 
lender  determines  the  borrower  to  have 
died  or  become  totally  and  permanently 
disabled,  or  upon  notification  that  the 
borrower  has  been  adjudicated  a  bank¬ 
rupt.  Such  claims  shall  be  submitted  to¬ 
gether  with  the  original  or  copies  of  all 
documents  relating  to  the  approval  and 
servicing  of  the  loan  including  all  col¬ 
lection  efforts  made  (whether  by  the 
original  lender  or  by  any  subsequent 
holder)  and  in  the  case  of  a  loan  in  de¬ 
fault,  an  affidavit,  “bn  a  form  to  be  sup¬ 
plied  by  the  Commissioner  to  the  effect 
that  to  the  best  of  the  holder's  knowl¬ 
edge  and  belief,  the  borrower  is  not  en¬ 
titled  to  deferment  of  the  repayment  of 
the  principal  of  the  loan  as  provided  for 
in  §  177.46(f) .  In  cases  of  loss  on  account 
of  cancellation  for  death  or  total  and 
permanent  disability,  the  claim  shall  also 
be  accompanied  by  the  documents  form¬ 
ing  the  basis  for  the  determination.  In 
cases  cf  bankruptcy  the  claim  shall  be 
accompanied  by  copies  of  any  corre¬ 
spondence  (including  proofs  of  claim) 
directed  to  or  received  from  the  referee  in 
bankruptcy  and  any  objections  to  the 
discharge  of  which  the  lender  may  be 
aware. 

(d)  Assignment  of  note.  Payment  of 
a  claim  shall  be  contingent  upon  receipt 
of  an  assignment  to  the  United  States 
of  America  of  all  right,  title  and  interest 
of  the  lender  of  the  note  on  which  the 


claim  is  filed,  without  warranty  except 
that  the  note  qualifies  for  insurance  un¬ 
der  this  subpart. 

§  177.49  Transfer  of  insured  loan. 

(a)  A  loan  insured  under  this  subpart 
shall  not  be  transferred  or  assigned,  in¬ 
cluding  assignment  as  security,  except 
to  another  eligible  lender  and  as  pro¬ 
vided  for  in  §  177.7. 

(b)  The  Commissioner  shall  be  noti¬ 
fied  of  any  assignment  of  a  note  insured 
under  this  subpart  where  the  right  to 
receive  interest  payments  has  also  been 
assigned.  The  borrower  shall  be  notified 
of  the  assignment  of  any  note  insured 
under  this  subpart  where  the  assignment 
results  in  his  being  required  to  make  in¬ 
stallment  payments  or  direct  other  mat¬ 
ters  connected  with  the  loan  to  another 
party. 

(c)  The  approval  of  the  Commission¬ 
er  is  required  prior  to  transfer  or  assign¬ 
ment  of  a  note  to  any  eligible  lender  who 
has  not  entered  into  an  agreement  with 
the  Commissioner  pursuant  to  this  sub¬ 
part.  The  Commissioner  shall  approve 
such  transfer  or  assignment  only  if  he 
has  assurance  that  all  matters  required 
of  lenders  under  this  part  will  be  com¬ 
plied  with  by  one  or  more  of  the  parties 
to  such  transfer  or  assignment. 

(d)  The  insurance  coverage  on  notes 
transferred  or  assigned  in  accordance 
with  the  provisions  of  this  section  shall 
remain  in  full  force  and  effect  and  any 
matters  required  of  lenders  in  order  to 
perfect  a  claim  on  such  notes  under  this 
part  may  be  performed  by  the  transferee 
or  assignee. 


§  177.50  Termination  of  insurance. 

An  agreement  covering  insurance  of 
loans  provided  for  in  §  177.42  may  be 
terminated  after  reasonable  notice  and 
an  opportunity  for  a  hearing  if  the  Com¬ 
missioner  finds  the  lender  has  failed  to 
comply  with  any  of  the  provisions  of  this 
part  including  (a)  the  exercise  of  reason¬ 
able  care  and  diligence  in  the  making 
and  collection  of  loans,  (b)  payment  of 
premiums  required  pursuant  to  §  177.45 
or  (c)  the  filing  of  such  reports  and  the 
keeping  of  such  records  as  may  be  re¬ 
quired  pursuant  to  §  177.8.  After  issuance 
to  and  the  receipt  of  such  notice  by  the 
lender,  and  pending  action  taken  on  the 
basis  of  a  hearing,  if  any,  the  Commis¬ 
sioner  shall  no  longer  insure  loans 
made  by  the  lender  or  be  liable  under  a 
comprehensive  certificate  of  insurance. 

§  177.51  Forbearance. 

Nothing  in  this  subpart  shall  be  con¬ 
strued  to  preclude  any  forbearance  for 
the  benefit  of  the  student  borrower  which 
may  be  agreed  upon  by  the  parties  to  the 
insured  loan  and  approved  by  the  Com¬ 
missioner. 

Except  as  otherwise  provided  by  law, 
these  provisions  shall  become  effective  30 
days  after  publication  in  the  Federal 
Register. 

Dated:  August  24,  1970. 

T.  H.  Bell, 

Acting  Commissioner  of  Education. 

Approved:  October  26,  1970. 

Elliot  L.  Richardson, 

Secretary. 

[F.R.  Doc.  70-14670;  Filed,  Oct.  30,  1970; 

8:48  am.] 
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